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US OECD 

E.O. 11652: N/A 
TAGS: ECON, EFIN, GW 

SUBJECT: GERMAN REACTION TO U.S. PROPOSAL 
FOR EXPORT CREDIT AGREEMENT 

REF: STATE 239754 

1 . TEXT OF U.S. PROPOSAL PASSED TO GEHRING OF FRG 
ECONOMICS MINISTRY WEDNESDAY. OCTOBER 12. SUBSEQUENT 
DISCUSSION TODAY WITH GEHRING AND ASSOCIATE, WHO HAD 
JUST RETURNED FROM AN EC MEETING IN WHICH THE U.S. 
PROPOSAL WAS DISCUSSED, YIELDED THE FOLLOWING OBSERVA- 
TIONS ON VARIOUS SEGMENTS OF THE U.S. PROPOSAL. 

(A) CASH PAYMENTS: 

GERMAN OFFICIALS INDICATED THAT THERE WAS ROOM FOR 
DISCUSSION IN THIS AREA, PARTICULARLY CONCERNING 
RAISING THE CASH DOWN PAYMENT REQUIREMENT TO 20 
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PERCENT FOR "RICH" COUNTRIES. 

(B) MAXIMUM REPAYMENT TERMS: 

GEHRING SUGGESTED THAT FIVE-YEAR LIMIT SHOULD BE PUT 
IN PLACE FOR "RICH" COUNTRIES AND THAT CONVENTIONAL, 
AND NUCLEAR POWER PLANTS AND STEEL MILLS SHOULD NOT 
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BE GIVEN PREFERRED TREATMENT. IN ADDITION, HE PRE- 
FERRED ESTABLISHING CLEAR RULES FOR EXCEEDING THE 
MATURITY GUIDELINES RATHER THAN THE OPEN-ENDED ARRANGE- 
MENT OF OUR TEXT WHICH READS "TO 12 YEARS FOR INTER- 
MEDIATE AND RELATIVELY POOR COUNTRIES BUT ONLY IF THE 
SPECIAL ECONOMIC AND FINANCIAL CHARACTERISTICS OF THE 
PRODUCTS, GOODS AND SERVICES JUSTIFIES THE LONGER- 
TERM". 

(C) MINIMUM INTEREST RATES: 

GENERALLY THEY THOUGHT THAT THE SCHEDULE IN THE U.S. 
PROPOSAL WAS TOO COMPLICATED AND SHOULD BE SIMPLIFIED. 

(D) LOCAL COSTS: 

ELIMINATING LOCAL COST COVER TO "RICH" COUNTRIES IS 
A SUBJECT WHICH SHOULD BE DISCUSSED AND WHICH THE 
GERMANS COULD SUPPORT. HOWEVER, FOR INTERMEDIATE AND 
POOR COUNTRIES THEY BELIEVED THE CURRENT SYSTEM SHOULD 
BE MAINTAINED AS IS. 

(E) ANCILLARY INSURANCE PROGRAM: 

THIS THEY SAID WAS BEING HANDLED IN GATT AND THERE 
IS LITTLE CHANCE TO ACCOMPLISH ANYTHING AT THE PRESENT 
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TIME. 

(F) EXISTING COMMITMENTS: 
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THE FRG IS EXTREMELY INTERESTED IN BRINGING AN END TO 
THE PROBLEMS INCURRED BECAUSE OF LINES OF CREDIT. 

GEHRING THOUGHT THAT IT WOULD BE BENEFICIAL IF THE U.S. 
PRESSED ON THIS POINT AND HE SUGGESTED SETTING ONE 
SPECIFIC DATE FOR TERMINATION OF THOSE ARRANGEMENTS 
POSSIBLY BY THE END OF 1979. IN ADDITION, GEHRING 
OPINED THAT IT WOULD BE USEFUL TO ASK THAT PARTICIPANTS 
SPECIFY WHETHER CURRENT COMMITMENTS COULD BE ENLARGED 
OR RENEWED WITHOUT RENEGOTIATION. IN GENERAL, GERMAN 
OFFICIALS WERE PESSIMISTIC REGARDING A QUICK SOLUTION 
BUT THOUGHT THAT PERHAPS NEXT YEAR SOMETHING COULD BE 
ACCOMPLISHED IN THIS AREA. 

(G) MIXED CREDITS: 

THE PROBLEMS HERE ARE WELL KNOWN AND GEHRING CITED 
THE RELUCTANCE OF THE FRENCH TO MOVE ON THIS ISSUE. 
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(H) EXCEPTIONS: 

GEHRING POINTED OUT THAT SATELLITES ARE NOT A PART OF 
THE OECD UNDERSTANDING ON SATELLITE GROUND STATIONS. 
STOESSEL 
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